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Validator: C. Dingcong, Consultant Team Leader: O. Nuestro, Evaluation 
Officer, IED2 

Quality Reviewer: N. Bestari, Advisor, IEOD Director: H. Hettige, IED2  
a  T.H.M. Chu drafted the project completion report, but was not involved in the implementation of the project. 
ADB = Asian Development Bank, ADF = Asian Development Fund, CCF = Central Credit Fund, IED2 = Independent 
Evaluation Department (Division 2), IEOD = Independent Evaluation Department (Office of the Director General),  
OCR = ordinary capital resources, PCF = People’s Credit Fund, PCR = project completion report, VBARD = Vietnam 
Bank for Agriculture and Rural Development. 

I. PROJECT DESCRIPTION 

A. Rationale 

1. Land and labor productivity can be raised in Viet Nam by promoting the establishment of 
value-added enterprises, but insufficient capital and lack of private investment in support 
services have constrained the growth of rural household and micro- and small-scale 
businesses. The previous Asian Development Bank (ADB)-financed Rural Credit Project 1 
showed that demand for rural credit was strong, yet the formal financial system reached only 
50% of rural households (according to the report and recommendation of the President2 [RRP]). 
The Vietnam Bank for Agriculture and Rural Development (VBARD) and the People’s Credit 
Funds (PCFs) have developed the infrastructure to reach poor households and were the most 
cost-efficient to expand rural financial services (per project completion report3 [PCR]). This 

                                            
1  ADB. 1996. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Socialist 

Republic of Viet Nam for the Rural Credit Project. Manila (Loan 1457, for $50.0 million, approved on  
12 September).  

2  ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 
Assistance Grant to the Socialist Republic of Viet Nam for the Rural Enterprise Finance Project. Manila (page i). 

3  ADB. 2008. Completion Report: Rural Enterprise Finance Project in the Socialist Republic of Viet Nam. Manila 
(para. 2). 
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project is envisioned to help them overcome the mismatch they face in their sources and 
duration of funds. 

B. Expected Impact 

2. According to the framework, the project was expected to alleviate rural poverty and 
promote the growth of rural business through the stimulation of rural enterprises and subsector 
productivity, leading to the creation of 101,700 full-time jobs. The additional income and 
employment generated would result in poor households being better able to satisfy basic needs 
for food, clothing, and housing. Savings from increased income would contribute to 
reinvestment while increased expenditure would stimulate demand in the local economy. The 
development of rural business centers (RBCs) under the accompanying technical assistance4 
(TA) would empower entrepreneurs to improve the business operating environment and in turn 
attract others to either establish rural businesses or lend to them. 

C. Objectives or Expected Outcomes 

3. The project aimed to support the government’s efforts to reduce poverty and promote 
private sector investments in rural and agro-based businesses by providing credit. The project 
would result in increased incomes for 72,000 farmers, farm households and rural businesses, of 
which 49,500 low-income households (below the poverty line) and 22,4005 micro and small 
businesses would benefit from financial assistance. The project also envisioned a subloan 
repayment rate of 90%, savings rate increase by 15% per year, and improved skills for 12,500 
VBARD staff and 981 PCFs by project end. 

D. Components and Outputs. 

4. The following were the project components and target outputs: 
(i) Component 1: Rural and agribusiness credit delivered through VBARD, with a 

credit line of $50 million to finance 3,700 rural businesses, 11,200 micro 
businesses and 18,500 low-income households; 

(ii) Component 2: Household and cooperative credit delivered through Central Credit 
Fund (CCF) and PCFs, with a credit line of $33 million to finance 31,000 low-
income households and 7,500 small and micro enterprises; and 

(iii) Component 3: Institutional strengthening to set up an incentive mechanism for 
VBARD credit officers with good performance, formulate a risk premium scheme 
applicable to VBARD and CCF borrowers with collateral shortages, establish a 
CCF training and technology fund, construct a VBARD central training institute, 
and undertake comprehensive training curriculum development and course 
design for VBARD. 

E. Provision of Inputs 

5. The three components were expected to cost $82 million, $55 million and $6 million 
respectively. Total project cost was estimated at $145 million, 55% of which would be financed 
from the ADB loan, 20% from VBARD, 11% from CCF-PCFs and 14% from the subborrowers. 
According to the PCR, actual costs slightly exceeded the original cost due to higher inflation in 
the country but this was covered by exchange rate gains (conversion from special drawing 
rights to United States dollar). 

                                            
4  See footnote 2, paras. 85–93, for a description of the TA on Support for Rural Businesses, and its Appendix 12 for 

the TA framework and cost (TA 3568-VIE, approved for $1 million). 
5  Some 600 micro- and small-scale businesses will also be assisted as part of the TA through the RBCs. 
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F. Implementation Arrangements 

6. The executing agencies were VBARD for Component 1, CCF for Component 2, and 
VBARD and CCF for their respective portions of Component 3, while the State Bank of Viet 
Nam (SBV) would oversee the implementation of VBARD and CCF-PCF reform plans and 
ensure their compliance with loan agreements. This arrangement cultivated the strong 
ownership of VBARD and CCF and expedited disbursements by removing the SBV approval 
layer for withdrawal applications, learning from the Rural Credit Project experience. The 
executing agencies reportedly complied with the requirement to appoint a full-time director to 
head the respective project implementation units (PIUs) and key PIU staff dedicated to credit, 
evaluation, training and budget. Also, VBARD and CCF each established a revolving fund to 
ensure that credit and saving services are available to beneficiaries after project completion. Of 
the 29 loan covenants, one was not complied with (RBCs), one was waived (government 
guarantee of VBARD loans to state-owned enterprises or transfer to an asset management 
vehicle) and compliance with two (submission of audited reports and the PCR) were delayed. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

7. The PCR rated the project highly relevant. The project was aligned with the government’s 
strategy to develop rural financial services that would help reduce rural poverty and increase 
employment. The project was also consistent with ADB’s country operational strategy,6  which 
supported the development and strengthening of rural financial markets to enable savings 
mobilization and channeling of credit to rural borrowers, ensuring that the poorest groups are 
not bypassed. Minor changes in scope were made in 2006, i.e., cancellation of the subcomponent 
on the construction of a central training institute by VBARD (due to the significant increase in land 
price and delay in resettlement procedures) and of the subcomponent on training and course 
development (in view of a parallel effort by the Agence Francaise de Developpement); the PCR 
reported that these did not alter the original objectives of the project. 

8. This validation downgrades the PCR’s highly relevant rating into relevant. While it remained 
consistent with the ADB country strategy and program in 2007–2010,7 and it included very good 
features (creation of the revolving fund, dedication to project of key VBARD and CCF staff), 
project design also had shortcomings. The expected impact and outcomes (especially for 
incomes) were not clearly defined and the risk of external interference in lending decisions was 
not convincingly mitigated in RRP. Despite targeting problems under the previous project, the 
identification and socialization of low-income households and introduction of the joint-liability 
concept behind group lending and collateral-free lending were not given adequate attention in 
project design (both loan and TA), especially in training. 

B. Effectiveness in Achieving Project Outcomes 

9. The PCR rated the project effective based on outputs delivered (subloans extended, 
training financed) and not on outcomes. The PCR did report significantly improved annual 
incomes for selected subborrowers (under impacts) by citing the results of a limited-sample8 
socioeconomic survey done by the executing agencies. This validation notes that this survey did 

                                            
6  ADB. 1995. Country Operational Strategy Study: Socialist Republic of Viet Nam. Manila (December). 
7  ADB. 2006. Country Strategy and Program: Viet Nam, 2007–2010. Manila. For instance, ADB operations in the 

country will continue to strengthen financial and related market institutions, including the development of small and 
medium enterprises [paras. 88, 123–124, page 30]. 

8  Sample consists of 658 subborrowers, comprising less than 1% of the total 289,699 beneficiaries. The PCR did not 
explain why benefit monitoring and evaluation was not carried out effectively. 
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not constitute a conclusive estimation of actual outcomes in the absence of baseline data to 
compare pre- and post-project conditions. In addition, the PCR did not elaborate on 
implementation issues that influence poverty reduction outcomes, e.g., the criteria used to 
identify low-income households if the poverty threshold was not applied (para. 7 of PCR); the 
adoption of a large loan size for non-collateralized loans ($105,000 vs. actual averages ranging 
from $540 to $1,035; paras. 10–12 of PCR) if one of the intents was to enhance credit to the 
poor (paras. 5 and 62 of RRP); the application of the group lending methodology9 and the social 
preparation of the poor (para. 62 of the RRP); and the geographical distribution 10  of the 
subloans (footnote 3, first table, page v). 

10. According to a 2003 mission report, the ADB credit line was deposited in VBARD’s 
account at SBV, where it was mixed with other VBARD funds. VBARD branches then submitted 
their lending plans to headquarters, where loans that matched the ADB lending criteria were 
identified as project loans. Under this approach, the added value of the ADB credit line was not 
very apparent.11 With the cancellation of training activities for VBARD under Component 3 and 
TA 3568, it was likewise unclear if its branch personnel fully understood and subscribed to the 
project and their roles within it. All of these tend to raise questions regarding the quality of the 
outputs reported and their implications on outcomes, especially those on poverty reduction. 
Thus, this validation downgrades the PCR’s effective rating to less effective. 

C. Efficiency in Achieving Outcome and Outputs 

11. The PCR rated the project efficient based partly on the financial rates of return of 
selected subprojects estimated by the executing agencies. This validation contends that such 
financial analysis is more indicative of a project’s sustainability than efficiency, unlike an 
economic internal rate of return or least-cost analysis which would illustrate if the project 
represented an efficient use of resources for the country.12  The PCR did not present any 
economic analysis, explaining this was not feasible because of the scale and relative 
proportions of different project activities. 

12. The PCR also considered the implementation efficient because major activities were 
undertaken on schedule despite delays in establishing the PIUs and an 11-month suspension of 
disbursements for Component 1. Despite the above shortcomings in analysis, this validation 
concurs with the PCR's efficient rating.  

D. Preliminary Assessment of Sustainability 

13. The PCR rated the project likely to be sustainable, given that VBARD and CCF have each 
established a revolving fund (to which principal repayments were credited) that would sustain 
financing even after project completion. Repayment rates have been high, thus further sustaining 
the credit lines. VBARD had also implemented the action plan developed for strengthening 

                                            
9  A mission report in 2003 noted that group lending using joint-liability groups constitutes a new type of lending for 

VBARD and CCF, and proposed that these institutions seek additional assistance to improve its application. 
However, the project officer did not specify who will give such support. 

10 Para. 69.i of the RRP requires VBARD and CCF to ensure that at least 10% of the total number of subloans are 
awarded in less developed regions. 

11 The mission report has argued that the credit line will tend to free up VBARD funds to conduct more short-term 
lending that would otherwise back the medium- and long-term lending. In contrast, ADB funds are transferred from 
the CCF to autonomous PCFs, whose direct access allows them to pass on the funds straight to clients, thus 
increasing their actual medium- and long-term lending. 

12 ADB. 2006. Guidelines for Preparing Performance Evaluation Reports for Public Sector Operations. Manila (paras. 
48 and 63). 
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corporate governance,13 and had established a staff incentive system linked to subloan recovery 
performance. Staff of CCF and PCF received training on capacity building. Based on higher-than-
appraisal financial rates of return estimates of VBARD and CCF (para. 37 of PCR), the PCR 
also reported that the selected subprojects will continue to be financially viable.14 With the 
qualification that the PCR did not convincingly establish the income benefits of the project, this 
validation agrees with the likely sustainability of the project resources and their corresponding 
outcomes. 

E. Impact  

14. The PCR claimed that actual socioeconomic impacts of the project were more extensive 
than envisaged. Using the small-scale sample survey conducted by VBARD and CCF, the PCR 
noted that 95% of respondents reported significant improvements in their incomes as a result of 
the project subloans. This validation notes that this finding is not conclusive owing to the less 
rigorous estimation of impact. 15 It was also not clear what proportion of the household 
beneficiaries were below the poverty line. The project envisioned that 70% of the subborrowers 
should come from households that have incomes below the poverty line; based on the official 
definition of the Viet Nam General Statistical Office, this corresponded to a per capita 
expenditure of less than $128 per year. However, the PCR noted that this threshold became 
unsuitable during implementation due to robust economic growth and very high inflation, and 
was therefore not followed. As a result, it was difficult to conclude if the low-income beneficiaries 
really had incomes below the poverty line. 

15. The PCR’s claims that 510,000 additional jobs16 were created by the project (five times 
larger than the target of 101,700 in the project framework) and that 65% of respondents 
improved their productivity, were based on the small-scale survey and were therefore not 
representative of project-wide impacts. The PCR did not report on the number of rural 
enterprises created and the poor households lifted from poverty as a result of project 
interventions, as envisaged in the project framework. For these reasons and analytical 
shortcomings, this validation rates the impact of the project moderate. 

III. OTHER PERFORMANCE ASSESSMENT 

A. Performance of the Borrower and Executing Agencies 

16. Borrower performance was assessed by the PCR satisfactory. The project steering 
committee was able to fulfill its roles and responsibilities, while SBV monitored project progress, 
identified difficulties and constraints in implementation and addressed them. The PCR also provided 
an adequate discussion of how the executing agencies fared (e.g., suitably equipped and staffed 
PIUs, above-target number of subloan beneficiaries, recovery rates not lower than 96%, compliance 
with most loan covenants, submission of reports although with some delays), thus supporting a 

                                            
13  Developed under an earlier advisory TA, ADB. 1999. Technical Assistance to the Socialist Republic of Viet Nam for 

Strengthening Corporate Governance at Viet Nam Bank for Agriculture and Rural Development. Manila (TA 3227-
VIE, approved for $900,000). 

14 However, this validation finds insufficient basis to declare that actual financial returns were higher compared to 
appraisal, since the range at project completion was 20% to 30% while that at appraisal was 14% to 56%. 

15  According to the PCR, the survey was small in scale due to time and resource constraints. The survey results 
provided data on the socioeconomic characteristics of subborrowers, loan sizes, credit profile, and behavior, 
among others. The change in income of subborrowers “before” and “after” borrowing was also estimated; however, 
the estimate is flawed because the analysis did not separate project and non-project influences, thus making it 
difficult to attribute the income increases to the project alone. 

16  Para. 41 of the PCR implied that this figure was derived from the survey information that three additional jobs were 
generated per subproject on average, and multiplying this with the total number of micro and small enterprises that 
received subloans (170,857), which is flawed because of the very small sample used.  
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positive measure of VBARD’s and CCF’s performance. This validation agrees with the satisfactory 
performance of the Borrower and the executing agencies. 

B. Performance of the Asian Development Bank 

17. The PCR rated the performance of the ADB satisfactory and this validation concurs with this 
rating. Para. 33 of the PCR reported the conduct of 11 review missions, although the reports for only 
five of these missions were made available. ADB closely worked with the government in resolving 
implementation issues (a minor change in project scope, reallocation of funds, and waiver of a loan 
covenant) in a timely and effective manner. However, there were frequent changes in project 
officers and inadequate management of benefit monitoring and evaluation issues.  

C. Others 

18. VBARD and CCF submitted their own PCRs to ADB in compliance with a loan covenant. 
No issues were raised by the PCR on governance, anti-corruption, and fiduciary aspects. 

19. An associated advisory TA for Support of Rural Business (TA 3568) was approved to 
establish RBCs that would assist rural entrepreneurs and farm households. According to the TA 
completion report, the country was unprepared for this new and complex model of private RBCs 
providing rural businesses and households with business advice, credit facilitation service, market 
information, and training. The TA also encountered significant delays due to: (i) difficulties 
experienced by the Selection Committee in choosing awardees for RBC contracts; (ii) changes 
made to the consultant team relative to TA design (e.g., addition of a Deputy Team Leader and a 
management information system specialist); and (iii) participation of several agencies. The 
performance of the TA consultants was heretofore satisfactory. However, continued delays and 
timing uncertainty led to the withdrawal of the consultants and eventual suspension of the TA. The 
completion report rated this TA unsuccessful because it did not deliver all envisaged outcomes 
and outputs. This validation concurs with this rating, especially because of the lost opportunity to 
complement the training channeled by the loan to the staff of executing agencies with capacity 
development directed at the beneficiaries themselves.  

IV. OVERALL ASSESSMENT, LESSONS AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

20. The PCR’s overall rating of the project was successful because it was highly relevant, 
effective, efficient, and likely to be sustainable. This validation concurs with this overall 
successful rating for the project, but finds basis to downgrade the highly relevant rating to 
relevant owing to some framework and design deficiencies. Project effectiveness ought to be 
lowered as well due to implementation issues that may affect the quality of the poverty reduction 
outcomes, and the absence of definitive indicators of project-wide outcomes. There is 
insufficient information on project impacts, and this validation rates the impact moderate. 

Overall Ratings 
 

Criteria PCR IED Review Reason for Disagreement/Comments 
Relevance Highly 

relevant 
Relevant The RRP did not clearly define impact and 

outcomes, or mitigate risk of external 
pressure on selecting beneficiaries; design 
did not give sufficient focus on training for 
the identification and socialization of low-
income households, introduction of joint-
liability behind group lending and collateral-
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Criteria PCR IED Review Reason for Disagreement/Comments 
free lending. 

Effectiveness in 
achieving outcome 

Effective Less effective The PCR did not present a convincing report 
on actual outcomes; the absence of income-
related details casts doubts on the quality of 
outputs and resulting poverty reduction 
outcomes. 

Efficiency in achieving 
outcome and outputs 

Efficient Efficient  

Preliminary 
assessment of 
sustainability 

Likely 
sustainable 

Likely 
sustainable 

 

Borrower and 
executing agency 

Satisfactory 
performance 
of the 
Borrower, 
VBARD, and 
CCF 

Satisfactory 
performance 
of the 
Borrower, 
VBARD, and 
CCF 

 

Performance of ADB Satisfactory Satisfactory  
Impact Significant  Moderate Job generation and productivity benefits based 

on a limited-sample survey were not 
representative of project-wide impacts; no 
information on rural businesses created and 
households lifted from poverty. 

Overall assessment Successful Successful  
Quality of PCR  Partly 

satisfactory 
The PCR lacked sufficient data and verification 
on issues related to major evaluation criteria 
(except relevance); it also failed to analyze the 
reasons behind the difficulties encountered 
under TA 3568. 

ADB = Asian Development Bank, CCF = Central Credit Fund, IED = Independent Evaluation Division, PCR = project 
completion report, TA = technical assistance, VBARD = Vietnam Bank for Agriculture and Rural Development. 
Source: ADB IED. 

B. Identification of Lessons 

21. The lessons highlighted in the PCR were valuable; for instance, the use of an 
appropriate executing agency (VBARD and CCF in this case) was critical to the successful 
implementation of the project. Concepts that are novel and complex within the country context 
(like the joint-liability groups, non-collateralized loans and RBCs) require sufficient development 
and preparation before they are rolled out for implementation; it is unfortunate that the 
predecessor TA 3227-VIE did not incorporate these. There were no apparent incentives for 
project management to properly assess project impacts, so the collection and use of baseline 
data and strengthening of overall monitoring of beneficiaries need a stronger institutional push. 

C. Recommendations for Follow-Up 

22. This validation agrees with the PCR recommendation to continue the institutional 
strengthening of VBARD and CCF to further improve their operational and financial capacities. 
This validation also agrees with the recommendation that ADB consider additional assistance in 
RBC development, although lessons derived from the failed implementation of TA 3568 should 
be documented and assessed before similar assistance is conceptualized. To encourage 
benefit monitoring and preparation of accurate self-evaluation, consider clarifying such 
responsibility in the ADB staff’s work plan and requiring the presentation of project 
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accomplishments (at mid-term and upon completion) to the relevant Community of Practice/s 
within ADB. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

23. The RRP specified as a loan covenant that VBARD and CCF should carry out a baseline 
survey of a stratified sample of households that is representative of the rural community, within 
three months of loan effectiveness. Appendix 2 of the PCR indicated that this has been 
complied with. However, there were no clear indications on how the survey was used in 
assessing impact since the socioeconomic survey conducted at project completion did not use 
the data gathered from the baseline survey. While VBARD and CCF established a system for 
monitoring project outputs and indicators,17 the PCR noted that a uniform format was necessary 
to report on implementation progress. This validation agrees with this point but some flexibility 
may have to be given to account for the nature and character of these institutions. 

B. Comments on Project Completion Report Quality 

24. The PCR generally followed the PCR guidelines (Project Administration Instructions 
6.07A) except for the weights given to each rating category, although these did not affect the 
overall rating in this case. The data to substantiate its rating on efficiency18 relied on the 
executing agencies’ analyses, which needed validation as part of PCR preparation. For instance, 
the PCR claimed that the subproject financial rates of return estimates derived by VBARD and 
CCF were relatively higher than at appraisal, but no reasons were cited in the PCR explaining 
the differences. The executing agencies’ surveys used in assessing impact were not sufficiently 
robust to generate conclusive results. The lack of details on outputs and outcomes suggest the 
PCR’s heavy reliance on the information provided by the executing agencies but without much 
analysis. Less attention was also given to the implementation issues from the piggy-backed TA 
and their implications on project outcomes. For these reasons, this validation rates the quality of 
the PCR to be partly satisfactory. 

C. Data Sources for Validation 

25. Data sources include RRP, PCR (ADB’s), Board meeting minutes on the proposed loan, 
minutes of the staff review committee meeting, minutes of the management review meeting, 
back-to-office reports, and aide memoires of review missions. 

D. Recommendation for IED Follow-Up 

26. IED may support a performance evaluation, possibly as part of a comparative review of 
ADB’s microfinance projects in Southeast Asia, given the priority placed by Strategy 202019 on 
microfinance projects as a channel for supporting inclusive growth and rural development. 

                                            
17  The efficiency of such system is unclear; for instance, a mission visit in one of the project provinces revealed that 

one of the PCFs performed most of the accounting work and loan portfolio management (for over 1,000 loan 
accounts) manually, with only 2 credit officers working on credit assessment and loan portfolio management. 

18  This should have been used to determine the sustainability of project gains instead of project efficiency because it 
referred to the profitability of the investments financed from the subloans. 

19  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank: 2008–2020. 
Manila. 
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REGIONAL DEPARTMENT’S RESPONSE TO THE 
PROJECT COMPLETION REPORT VALIDATION REPORT 

 
 
On 21 November 2011, Independent Evaluation Division 2, Independent Evaluation 
Department, received the following comments from the Viet Nam Resident Mission, Southeast 
Asia Department: 
 

Our project team has reviewed the draft report and has no further comments.  
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